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Suggestion for More Rental Housing 


Here a leading West Coast banker takes a look at the mortgage 
business today and gives you his impressions; and among them is 
an idea for more rental housing without a lot of public housing 


I HAVE no quarrel with FHA, Title 
VI, the G.I. loan program or rent 
control, up to now. Each one had a 
job to do. First, to prepare for war; 
second, to win the war; and third, re- 
turn to a peace-time economy. The 
first two were done in a manner which 
startled the world and in keeping with 
the tradition laid down by our fore- 
fathers. 

As to the third—I wonder when we 
will come to the stark realization that 
we must get back to a sound economy 
if we are going to operate this democ- 
racy of ours on the only concept upon 
which our way of life can exist? 


With the election still a most talked 
of subject, we cannot look forward 
with any degree of certainty that the 
81st Congress will move in that direc- 
tion. After all, the party elected 
pledged further and more extensive 
rent control, assistance in one form or 
another to G.I. housing, cheaper hous- 
ing, lower interest rates, longer terms, 
slum clearance, and subsidized public 
housing in some form. Difficult as it 
may be, in my opinion it is time we 
got off the crutch of government pater- 
nalism and walked alone, not just 
bankers and lenders, but every Ameri- 
can citizen capable of self sustenance. 
We must be able to develop, thrive and 
prosper without government subsidy in 
the form conceived in the days of war 
preparation, during the war, and im- 
mediately following the end of hostil- 
ities. 


By H. J. MENDON 


It is time, in my opinion, that we 
eliminate class legislation, and I refer 
specifically to the present rent control 
law. I realize, and with a great deal 
of sympathy, that many hardships 
would result if rent control were re- 
moved — unscrupulous owners would 
seize an advantage to raise rents be- 
yond reason—there would be evictions. 
However, I believe most property own- 
ers would be reasonable. Frankly, I 
cannot see any sound basis for arriving 
at our requirements for housing or for 
normal supply and demand construc- 
tion as long as present rent control 
exists. 

On the other hand it is vital to mort- 
gage lenders that production of hous- 
ing does not get out of hand. My 
reason for saying this is our present 
use of existing housing. Before the war, 
many housing units were occupied by 
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two, three, or four persons, not because 
of any hardship but because it was the 
economic thing to do. It was a per- 
fectly natural existence. Two single 
girls or two single men occupied a 
housing unit, and in many cases three 
or four persons lived together com- 
fortable and congenially. 

Then came the increased wages, a 
wave of marriages, and considerable 
shifting around with the result that 
many single persons found themselves 
occupying housing units which because 
of rent control and increased wages 
they could afford to occupy without 
the inconvenience of a joint occupant. 
The same theory applies to units for- 
merly occupied by three or four per- 
sons now occupied by only two. 

According to a United States hous- 
ing survey, units occupied by one 
person increased 30 per cent from 1940 
to 1945. Units occupied by two per- 
sons increased 22 per cent in the same 
period. While I grant that much of the 
past doubling up was due to unemploy- 
ment and hardships, it shows what can 
and does happen to housing. Vacan- 
cies can have a disastrous effect upon 
mortgage debtors. 

We cannot be sure what the 8\st 
Congress will do, but personally I am 
not impressed with the prospect that 
we will get legislation which will result 
in the construction of more five and 
six-room houses to sell for $8,000, 
$9,000, $10,000, or $12,000, to solve 
the veterans’ housing problems with 








100 per cent financing. Likewise, I am 
not enthusiastic about the current sug- 
gestions that we are headed for more 
and tighter rent control, public hous- 
ing, slum clearance and more. We all 
observed that the easier we make it for 
a veteran—or any one else for that 
matter—to buy a home through small 
or no down-payment, long terms with 
government guarantees, and low inter- 
est rates, the more competition we cre- 
ate for housing. And there is only one 
result—a further contribution to the 
inflation spiral. As a matter of fact, 
what we need to provide for veterans 
and others in the low income groups 
(by that I mean those capable of pay- 
ing $40, $50, or $60 per month) is not 
houses for them to buy, but rental hous- 
ing through the vehicle of private en- 
terprise; not public housing, because 
no public housing, as far as I know, 
was ever constructed or operated as 
economically as that provided through 
private ownership. I do not say that 
we should not have slum clearance, but 
should we not wait until it is necessary 
to create employment and a market for 
building materials not being absorbed 
in normal trade channels? 

With today’s high building costs we 
cannot properly assume that rental 
housing can be built for the low income 
groups at rents they can afford to pay 
without loss to the owner or sponsor. 
Consequently there is no venture capi- 
tal available for such projects. So far 
as I can determine, the only solution to 
this dilemma is to allow private in- 
vestors tax credits for depreciation 
taken in excess of normal depreciation, 
similar to that allowed manufacturers 
of implements of war for plant and 
equipment expansion under the certifi- 
cate of necessity. To explain further: 
ordinarily an owner of a multiple hous- 
ing project would be entitled to some- 
thing like 2% per cent depreciation 
annually for income tax purposes. Why 
not allow an extra 10 per cent annu- 
ally for five years applicable against 
any taxable income of the owner, with 
the stipulation that a like amount be 
applied against debt curtailment or re- 
turn of capital? 

Now I admit that this is a form of 
federal subsidy; but I wonder if, in the 
long run, FHA insurance on _ loans, 
though self-sustaining today, will not 
wind up as a subsidy. The idea I have 








In this article, Mr. Mendon, who is vice president of the California 
Bank in Los Angeles, has some pertinent observations about FHA and 
GI loans that are worth every lender’s careful consideration right now, 
although he has bankers primarily in mind. And in connection with 
rent control, he says it is about time the whole country came down to 
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just mentioned is not new; but I hope 
it will receive consideration when Con- 
gress goes to work on the housing situa- 
tion. 

Distasteful to me as all federal sub- 
sidies are, I would prefer that route— 
get it over with in a few years—to 
public ownership of rental housing 
which we would have in perpetuity 

Now what about FHA loans today? 
Earlier I said that, in my opinion, 
FHA legislation in some of its forms 
was good. If you look at these loans 
strictly on the basis that you will get 
debentures when the “bust” comes, and 
that you will be happy to have those 
20- or 25-year 242 per cent or 234 per 
cent debentures at par, then you are 
not making real estate loans. Incident- 
ally, when lenders begin to have many 
FHA foreclosures, several things will 
occur which the prudent lender should 
consider today. 

First, FHA was conceived at the 
bottom of a real estate cycle which has 
been on the upswing continuously ever 
since. There has been no real test of 
the legislation. 

Second, when we have large num- 
bers of FHA foreclosures, isn’t it con- 
ceivable that we shall be in a position 
in the economic cycle where the mar- 
ket on the debentures you agreed to 
accept at par when you accepted the 
insurance, will be substantially below 
par? 

Third, what will happen to the port- 
folios if we have new and even more 
drastic moratorium legislation?—-and 
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we will have it because there will be 
new pressures from veteran groups and 
others to prevent wholesale foreclosures. 

I do not say you should not make 
FHA loans because of these uncertain- 
ties; but I say you should consider 
them and balance your portfolio to 
meet those eventualities. 

Now as to G.I. loans many of the 
same uncertainties exist with respect to 
them as applies to FHA’s. We are not 
solving a veteran’s housing problem by 
making him a loan to buy a house he 
cannot afford to own. I believe lenders 
may find it difficult to justify the con- 
tinuance of G.I. loans which are not 
constructive. I do not say you should 
not make G.I. loans, but I should like 
to stress caution as the watchword 
when making these loans, and above 
all to be sure that it is a constructive 
move for the veteran. 

When you are asked to make a mort- 
gage on a property and feel that you 
appear ridiculous in offering the appli- 
cant a loan of 30 per cent to 35 per 
cent of today’s value, stay by your guns 
and look ridiculous. Remember you 
may be lending the equivalent or more 
of 1940 sales price of that property, and 
perhaps that is not too safe. Of course 
many believe the valley of the next 
cycle will be considerably above the 
1940 line because of increased labor 
costs, unionization of building trades, 
and increased population. I do not 
propose to predict where it will be, but 
remember when the pendulum starts to 
swing down, it could swing far. 
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REPORT FROM THE WEST COAST 





President Nielsen Tells West Coast Groups, 
That Housing Solution Is at Local Level 


The solution of the nation’s present 
housing problem is a local one and 
should be attacked at the local level 
with whatever federal assistance is to 
be given supplied on a local basis in 
proportion to the needs of each indi- 
vidual community, President Aksel 
Nielsen declared in his recent addresses 
before the local mortgage groups in 
Los Angeles, San Francisco, Portland, 
Seattle and Spokane. 


He urged our members to do every- 
thing possible to keep the housing in- 
dustry within the private enterprise 
orbit by seeking to have public hous- 
ing confined to those segments of the 
population for which private enterprise, 
through no fault of its own, cannot 
build in this high cost period. 

He said he feared that the election 
returns may be read in terms of a 
greatly expanded federal housing pro- 
gram and that it could be anticipated 
that the Taft-Ellender-Wagner bill 
would come up for congressional con- 
sideration early in the session. 

Discussing the present status of the 
money market, President Nielsen de- 
clared that it seemed safe to conclude 
that government bonds will continue to 
be pegged and that the money market 
will remain a controlled one, obviat- 
ing any possibility of a sharp rise or fall! 
in the interest rate. He urged, how- 
ever, that the VA act to raise the 
interest rate on G.I. loans to 4¥2 per 
cent so that a healthy market can be 
created for these loans. 


The raise would benefit the veterans 
more than anyone else, he said, and 
added that it was distinctly in their best 
interest that the facts of the current 
situation be faced squarely and the 
slight increase in rate be made. 


Discussing the changed political at- 
mosphere as a result of the national 
election, Nielsen said it was now to be 
expected that rent controls will be con- 
tinued in some form when they expire 
in March. He urged, however, that 
congress give consideration to provid- 
ing property owners some relief and 
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said he could not believe that either 
congress or the executive branch of the 
government would want to force prop- 
erty owners to further subsidize renters 
as they have been doing these past two 
years. 

He quoted government data to show 
that while food has increased 116 per 
cent in price over the 1936-39 average, 
clothing 99 per cent, house furnishings 
96 per cent and the general cost of 
living 75 per cent, rents have increased 
less than 18 per cent. 

“We are living in a period when our 
pattern of life is being tested. As a 
people, we do not appreciate the obvi- 
ous which is our freedom. We forget 
that we are just about the only people 
who have a right to choose our method 
of making a livelihood and who have 
freedom of speech, freedom of the press 
and freedom of assembly. 

“There are those among us who 
would deprive us of our freedom and 
I am not sure but that we are not un- 
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consciously helping them by our fear 
of doing things by ourselves and by the 
habit we have fallen into of wanting 
government protection for everything 
we do. 

“When we ask for insurance of our 
savings, subsidy for our farmers and 
guarantees for our loans, we are asking 
something from the government. 


“In return, we give up some of our 
rights and probably pay too great a 
price.” 

In his western tour, President Nielsen 
was accompanied by Washington Coun- 
sel Samuel E. Neel who addressed the 
local mortgage associations which in- 
cluded the Southern California Mort- 
gage Bankers Association, Northern 
California Mortgage Bankers Associa- 
tion, Seattle Mortgage Bankers Asso- 
ciation, Spokane Mortgage Men’s Asso- 
ciation as well as the Portland mortgage 
men. In San Francisco, William R. 
Aydelott, vice president, Wm. Stanwell 
Company, Oakland, presided; in Se- 
attle, Kenneth J. Morford, executive 
vice president, Burwell & Morford, 
Inc., and a member of the MBA board 
presided; in Portland, W. Robert Mc- 
Murray, vice president, Commonwealth, 
Inc., and MBA regional vice president, 
presided; in Spokane, Walter Eggert, 
vice president, Spokane and Eastern 
branch, Seattle-First National Bank, 
presided; and in Los Angeles, R. D. 
Burrows, Security-First National Bank, 
presided. 

In his addresses, Mr. Neel said in 
part: 

“I have toured a large section of the 
country and there are still large 
amounts of money available for home 
financing. There is some difficulty, of 
course, in some areas because of poor 
location of new houses and other fac- 
tors. However, there are about | mil- 
lion homes being built in the country 
this year, apparently without too much 
financing difficulty.” 

He said that measures incorporating 
the public housing features of the Taft- 
Ellender-Wagner bill would be intro- 
duced early in the forthcoming 81st 
congress. He also said the home mar- 
ket nationally is firm, except in the 
$11,000-$15,000 bracket. 








Better Housing for More People 


and How We Can Get It 


In the light of the election returns, some quick action on the housing problem 
seems certain; here are the views of the man who has headed the program in New 
York State where more rental and public housing have been built than anywhere 


ORTGAGE lenders, in determin- 

ing whether to finance a new 
home or group of homes, are concerned 
with more than the character of the 
borrower and the desirability of the 
particular home or homes to be 
financed. They are vitally concerned 
with the character of the neighborhood 
in which the property is located, and 
with the probable future development 
of that neighborhood. For a good house 
in a deteriorated neighborhood will it- 
self soon deteriorate and, unless the 
personal resources of the mortgagor, 
apart from the pledged property, are 
sufficient, the lender will find that a 
once good loan is now a bad risk with 
its attendant consequences. 

Often a loan or series of loans on 
properties in a particular section are 
sound when made but when the quick 
and far reaching spread of deteriorat- 
ing influences from a slum neighbor- 
hood reaches that section, the loans are 
impaired. And so, mortgage lenders, 
in addition to their other problems, are 
vitally concerned with seeing to it that 
the municipalities in which they oper- 
ate are communities of good neighbor- 
hoods. 

While I am not implying that lenders 
must become professional community 
planners, I do want to emphasize that 
their interest goes beyond the particular 
mortgage they are handling. They have 
a real stake in the future of the neigh- 
borhoods and communities where their 
loans are at risk, as most bankers real- 
ize. 

Mortgage lenders, therefore, should 
be vitally concerned with seeing to it 
that their states set up bodies to en- 
courage the development of well inte- 
grated communities and livable neigh- 
borhoods. That is what the State of 
New York has done. 

Well integrated communities cannot 
exist without neighborhoods, 
and such neighborhoods cannot be cre- 
ated unless there are good homes for 
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all the people. Governor Dewey has, 
therefore, regarded the role of the New 
York State Division of Housing as not 
limited to public housing but as includ- 
ing aid to private housing as well. We 
regard the phrase “good homes” as 
meaning not merely the provision of 
adequate shelter according to the finan- 
cial means of the occupant, but as in- 
dicating good places to live in well inte- 
grated communities—places where each 
adult and youthful member of the fam- 
ily can carry on a balanced and en- 
joyable life. 


Slums Are Expensive 


We cannot develop good communi- 
ties with home life if part of these 
communities include some slum neigh- 
borhoods. Their deteriorating influ- 
ences cannot be confined to their im- 
mediate physical boundaries; they are 
continuously spreading their blight of 
juvenile delinquency, disease, fire and 
safety hazards, over an expanding area 
and bringing about increasing deterio- 
ration of entire neighborhoods. 

Slums, of course, can grow up over 
the years even in areas where originally 
good housing was built, but they are 
much more likely to arise in neighbor- 
hoods developed with jerry-built homes. 
The cost of maintenance proves so high 
in the latter, that many owners aban- 
don their equities and the houses filter 
down the usual scale until they reach a 
sub-standard status. 

Lenders wish to have _ well-built 
homes as security for their loans, and 
if the cost of such homes is too high 
for the mass market their field is re- 
stricted accordingly. And it is the mid- 
dle and lower income groups that make 
up that mass housing market. 
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As we into the fourth year 
since the cessation of hostilities, we find 
that the cost of new housing is too high 
and that the home building industry 
has not made a satisfactory adjustment 
to post-war needs of middle and lower 
income groups to an extent comparable 
with other industries. The reason is 
simple — the pre-war home building 
economy itself was not satisfactory. It 
is an industry that has never functioned 
on a scientific basis. We have never 
had a stabilized home building pro- 
gram, and, therefore, the history in this 
field has always been one of booms and 
busts. 

Private builders have been saying 
that they should be left alone; that the 
reason they have not kept up with the 
housing demand is that there has been 
an excess of governmental interference. 


pass 


Others are saying that private en- 
terprise has failed to provide the needed 
number of homes and that, therefore, 
government should step in and take 
over. There was serious governmental 
interference with the production of 
new housing in the years following the 
ending of hostilities, but that is not 
the full reason. Nor is overall govern- 
ment building and ownership the solu- 
tion. 

What is needed is less interference 
and more help from government, but 
help of the right kind, and given at the 
proper governmental level. 

No one can seriously question that 
the artificial restrictions placed by the 
Federal Government after VJ Day on 
the building of new homes, through its 
unrealistic price policy as to the pro- 
duction of new materials and its unsci- 
entific program with respect to pro- 
jected rental on proposed new housing, 
played a large part in the continuation 
of our emergency housing conditions. 

Thus Federal pricing controls for too 
long a time were such as to strangle 
the production of building materials 
and to discourage private builders from 
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constructing new homes. Those factors 
account for the failure to build the 
hundreds of thousands of additional 
dwelling units which otherwise would 
have been built in the latter part of 
1945, in 1946 and in 1947. But they 
do not constitute a full explanation of 
why we have no adequate private home 
building program even today. 


Not All Groups Served 

And when I say adequate, I realize 
that we will be building a great num- 
ber of housing units this year, probably 
more than in any prior year, but the 
program is not in balance. Most of 
the houses are being built to sell or 
rent to those in higher income brackets, 
whereas what we need is a large scale 
program of building for the middle and 
lower income groups. 


Let us look at the home building 
record. In 1920 we started the con- 
struction of 247,000 non-farm dwelling 
units in the country, 716,000 in 1922 
and so on up to 937,000 in 1925. From 
then on the number of starts declined 
to 509,000 in 1929, 254,000 in 1931 
and 93,000 in 1933. 

The number of new permanent starts 
in 1934 was only 126,000, in 1935 there 
were 221,000, in 1937 we had 336,000, 
but it was not until 1939 that we got 
over half a million, 515,000, which 
increased to 602,600 the next year, and 
706,100 in 1941. 

During the ensuing war years there 
was an appreciable amount of home 
building only in war industry centers, 
the number of new permanent starts 
being 356,000 in 1942, 191,000 in 1943, 
141,800 in 1944, 209,300 in 1945, 670,- 
500 in 1946 and 849,000 in 1947. 

What were the building trades work- 
ers, who were helping to build the 937,- 
000 houses in 1925, doing in 1933, 
1934 and 1935? Most of them were 
out of their regular jobs, of course. 
Young men will not train to become 
apprentices for jobs that do not exist, 
or where the working year is too short, 
and they will not enter fields where 
they will be laid off after 40 on the 
ground that they are too old to pro- 
duce. That provides the explanation 
as to why, today, the average age of 
the workers in the building trades is 
high and production is correspondingly 
lower than it would be if a sufficient 
December, 
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Some of the country’s worst housing makes way for the new in New York. Development 
of large housing projects—both the public kind and those by private financing—has 


been enormous in New York City. 


Mr. Stichman tells how some of it has been built 


in this article written exclusively for The Mortgage Banker. 


number of young men had gone 
through the apprentice-to-journeyman 
stage that follows as a necessary conse- 
quence from a balanced home building 
economy. If we had such a balanced 
home building economy with a longer 
working year, it would contemplate a 
sufficient number of young apprentices 
being trained annually to replace those 
who retire because of age or disability. 

What were the industrial plants that 
produced the building materials, sup- 
plies and equipment used in the 937,- 
000 new starts in 1925, doing in 1933, 
1934 and 1935? What had happened 
to the employees who were on their 
payrolls in 1925? 

Industrialists are not anxious to enter 
a field where they may have to shut 
down their plants every six or seven 
years or attempt to turn to new lines 
in order to keep out of bankruptcy. 
Where lack of stabilization exists, we 
can only expect to find shortages and 
black or gray markets. If we could 
stabilize our home building economy 
the production of building materials 
and equipment would be stabilized as 
well, and their prices reduced. 


And how about the builders who 
some people say have their investments 
“paid out” in three to five years? If 
labor thinks the builder is doing that, 
and making an excessive profit, it won’t 
listen very sympathetically when asked 
to step up its production so that the 
builder can make an even higher profit. 
If labor is asked to open its books and 
increase its production, builders should 
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be willing to follow the same pattern. 
They can afford to reduce their profits 
if they can be certain that they will be 
building about the same number of 
units year after year, instead of having 
to compete for men and materials in a 
time of high building activity, and then 
be out of the market for a year or two 
during building depressions. 


Risks Would Be Lessened 


A balanced program would mean 
that mortgage lenders also would be 
better able to serve the home building 
market; if costs were stabilized and 
booms and busts eliminated, their risks 
would thereby be lessened. 


Some people will say, of course, that 
we should expect to find a line on the 
economic chart showing that the num- 
ber of new housing starts goes up and 
down in accordance with our economic 
conditions. The fluctuations on the 
home building chart have been much 
more violent than our business cycles, 
but the trouble is that the number of 
people in our country doesn’t go up or 
down at the same time. That line is 
continuously increasing. People must 
eat in good times or bad, whether prices 
go up or down, and no one has sug- 
gested that we let people starve or 
suffer from malnutrition in bad times. 
People want to marry and have chil- 
dren in good times or bad. The popu- 
lation increases in this country whether 
the economic chart is colored in red or 
black. Houses deteriorate and become 
obsolescent because of use and the 
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effects of natural elements at the same 
rate in bad times as in good. In bad 
times, we don’t ask or want our citi- 
zens who are short of money to go 
without food, or to stop having chil- 
dren. We consider the future well be- 
ing of our people and our country in 
matters that affect us so vitally. Hous- 
ing is also an essential. 


Cooperation—Not Control 


How can we stabilize the home build- 
ing economy? Private enterprise, 
through no fault of its own, has not 
been able to do it over the years. Some 
governmental cooperation with private 
builders—and I mean coperation and 
not control—would seem to be essential. 


Government building of all or most 
of the housing that is needed will not 
bring about a reduction in building 
costs. I have found the contrary to be 
true in places where it is practiced. 

I recently visited a number of Euro- 
pean countries to see if they could help 
us with the answer. Their experimenta- 
tion with new materials and new build- 
ing methods is of great importance, as 
are their ideas in the fields of design 
and planning, but government control, 
which exists in some of them, is not the 
answer. Nowhere did I find that such 
control brought costs down. And build- 
ing costs, if too high, affect the na- 
tional economy when paid by taxes 
just as they affect the budget of any 
individual who wishes to build. 


The role that government—at the 
proper level—takes should not be one 
of competing with private enterprise; 
instead its policy should be designed to 
help private builders do as much of the 
job as possible. It should help them 
bring costs down so that they can ade- 
quately service the great mass market 
with good housing at costs within the 
means of those comprising that market. 
That is our policy in the State of New 
York. Because of obvious economic 
factors, private enterprise, without some 
form of public aid, has not been able 
to clear slums and replace the sub- 
standard dwellings with decent housing 
at rentals which the former low-income 
occupants could afford—-at a profit. 

Therefore, since private enterprise 
has not been able to do so at a profit 
without public aid, it has naturally 
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gone to fields where it can build at any 
profit. 

An individual seeking to build his 
own home will not go to a slum neigh- 
borhood. Nor would any group of 
builders. Land cost in such areas are 
usually too great because of their high 
intensive use. This, as well as the de- 
teriorating slum influences, would con- 
stitute a bar. If an individual or a 
group cannot afford to go inte such 
areas to build, then no developer, with- 
out public aid, can afford to do so for 
them—the same factors would hold 
him back. 

In the field of slum clearance and 
public housing for our lowest income 
earning groups, therefore, government, 
at the proper level, can function with- 
out competing with private builders. 
Indeed, public housing funds can be 
used to aid private enterprise. So, in 
the State of New York, we have a 
$435,000,000 loan fund which we use 
to make loans to municipalities for 
slum clearance and low rent housing 
for families of low income. Also, New 
York State may pay up to $13,000,000 
annually in the form of subsidies to 
help reduce the rents in these projects. 


A Coordinated Program 

In every community which requests 
our aid, we cooperate, under Governor 
Thomas E. Dewey’s State-wide com- 
munity development plan, with public 
officials as well as mortgage lenders, 
developers, realtors and civic leaders to 
try to make our projects neighborhood 
centers which will act as the core of 
a plan for the development of an entire 
area. We seek to coordinate all public 
improvements in a particular city, in- 
cluding our public housing projects and 
the slum clearance, recreational areas 
and large open spaces that go with 
them, as the core of a neighborhood 
redevelopment scheme which aids pri- 
vate builders to produce better com- 
munities and better living. Private 
builders welcome that kind of help and 
are glad to build near our projects. 

So far as other income groups are 
concerned, such as the lower middle in- 
come groups, the State of New York 
has been helping, but we think that 
that aid should not be in the form of 
public ownership or operation. Those 
so-called friends of public housing who 


are urging that government should 
enter the middle income field because 
private enterprise has not provided 
enough housing, are really doing a dis- 
service because they are only widening 
the opposition to any public housing 
program at all. No one should be urg- 
ing government to enter the higher in- 
come field when it has not even finished 
its first job—that of helping low income 
families. Any other course might result 
in a dislocation of the housing indus- 
try so severe as to make it necessary for 
government to take over all housing. 
For if the market of private builders is 
narrowed to those with the highest in- 
comes only, the consequent decline in 
volume of their operations, coupled 
with the competition of government in 
the labor and material fields, might 
prove so burdensome as to make home 
building unattractive and drive them 
out altogether. 


The New York Housing Law 


To help the lower middle income 
groups, we have a limited dividend 
housing law in New York State under 
which private builders, in exchange for 
a limitation on the return on their in- 
vestments, may obtain partial tax ex- 
emptions for housing in the medium 
rental field. Furthermore, Governor 
Dewey is sponsoring a program under 
which veterans may build mutual hous- 
ing projects under our State limited 
dividend housing law. An 800 apart- 
ment garden type development has 
been organized by a group of veterans 
under this law, with down payments 
averaging $240 per room, and carrying 
charges of about $14.10 per room per 
month, including amortization, heat 
and all maintenance and operating 
costs. This is low for the New York 
City area and indicates what private 
industry can do in the lower income 
group if given some public cooperation 
and aid. The project will also consti- 
tute a laboratory of home building costs 
which should aid in effecting econo- 
mies in that field. 

If our building industry is to be sta- 
bilized, the states must be encouraged 
to set up housing programs of their 
own to fit the particular needs of their 
people in their region and climate, just 
as the State of New York has done. 
No master mind in Washington can 
come up with one plan for each of the 
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48 states that will be as good as the 
job that the states—with some aid 
could do for themselves. 

With respect to public housing, the 
Federal government should confine 
itself to financial grants to the states on 
some kind of matching basis which will 
encourage them to go out and do some- 
thing for themselves. This will help to 
keep government at the local level 
where it belongs; it will prevent the 
danger of bureaucracy and will lessen 
the opposition to a Federal housing 
program. 


the 


Under an inclusive program, 

Federal government might: 

1. Make payments to the states, where 
needed, to match the subsidy that 
the states pay to keep down the 
rents of their public housing proj- 
ects for low-income families. This 
“matching” need not be on a dollar 
for dollar basis, but may vary ac- 
cording to the problem to be met. 


2. Make payments to match funds set 
aside by the states for slum clear- 
ance where necessary. The Federal 
grants might be on a variable basis, 
depending on the seriousness of the 
slum conditions. This would aid 
states with area deterioration prob- 
lems which are beyond their present 
economic capacity to meet. 

3. Guarantee the loan of funds, upon 
reasonable terms as to interest and 
amortization, to private builders 
who will provide housing for middle 
income families. This may be tied 
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in with partial municipal tax ex- 
emption to aid in reducing rents 
in projects for lower middle in- 
come families, as is done under 
New York’s limited dividend hous- 
ing law. 
+. Provide funds for national research 
with respect to: 
(a) housing needs, rental and sales 
markets 
(b) development of new building 
materials 
(c) more efficient and uniform 
building codes 
monopolistic practices in all 
fields relating to home con- 
struction 
(e) lowering costs of materials and 
improving systems of distribu- 
tion. 
(f) improving building methods 
(g) labor costs and builders’ profits 
(h) 
All the states should be making stud- 
ies as to building costs within their 
boundaries similar to those which we 
are making in New York. They can 
determine the factors which will best 
stabilize their own particular home 
building economies. Those factors in 
general, are: 


municipal and area planning. 


First, the extent of the demand for 
new housing, both purchase and rental; 
i.e., the housing market over a reason- 
able period of years in the future. 
Builders should realize that if they build 
only for the cream of the market,— 
those with high incomes — they are 
hastening a certain collapse. The best 
market, and the constant one, is for 
good, medium priced homes. 


Second, the availability and cost of 
good sites. There is plenty of land in 
most of our cities which can be bought 
at a price that will permit the building 
of moderately priced homes. In the few 
places where reasonably priced land is 
not available within the city limits, de- 
velopers may be forced to go outside. 
That necessity to build beyond the city 
limits must be kept at a minimum by 
the cities, even if it costs them some- 
thing in the first instance, or they will 
find that their real estate tax returns 
decrease and municipal expenses in- 
crease dangerously in future years. Some 
cities might well adopt a policy of help- 
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ing to subsidize the cost of development 
of new sub-divisions, in order to induce 
home building within city limits. A 
cooperative program among the state, 
its municipalities, and lenders, can do 
much to bring about the building of 
good homes at lesser cost. 

The third factor in our consideration 
of stabilizing home building is the avail- 
ability of building materials and equip- 
ment and the reasonableness of their 
cost. 

Our methods of distribution from 
manufacturer to large scale builder are 
still antiquated. In many cases large 
scale users who buy from the manufac- 
turer are paying a price that reflects a 
substantial profit to a middleman who 
never saw the article, and never ren- 
dered any service in getting it from the 
manufacturer to the user. Manufac- 
turers say that they must allow these 
jobbers and distributors a profit even 
though they render no service since 
this protects their system of distribu- 
tion. Where the payment is substantial, 
I think that the method of distribution 
should be re-examined to see whether 
some correction cannot be made. The 
public has a stake in this if it unduly 
increases the cost of shelter. 

I have already pointed out how sta- 
bilizing our home building economy 
will bring costs of materials down. 

The fourth factor is the design and 
planning of the home, and the method 
of construction. If each house is to be 
specially designed and custom built, we 
must expect to pay a luxury price for 
it as one does for a custom made suit. 
There is room for some standardization, 
but still allowing for sufficient variation 
to prevent monotony. Some would-be 
owners ask the architect to design a 
$10,000 house, but then ask for an 
oversize living room and bedroom, spe- 
cial closets, a sun porch, or a spiral 
staircase, or all of them, and we find 
that what they want is not a $10,000 
house, but a $16,000 house for $10,000. 

The fifth, and a very important, 
factor is availability of mortgage funds 
and reasonableness of the mortgage 
terms. It is better to have home build- 
ing financed by private lenders than tc 
have government forced into the field 
because of a claim by the public that 
rates are too high. 


(Continued on next page) 








The sixth factor is the adequacy of 
the supply of skilled labor and the de- 
gree of its produc tivity. 

The the 
builders’ or promoters’ profit. 
referred to both of these. 

These best be 
locally. 
tion that we can approach a stabiliza- 
tion of our home building economy 
only if each state attacks the problem 
at its own level. We do not have all 
the answers in New York State, but we 
are trying. The program I suggest will 
mean that all the states will be making 
the same effort and calling on all those 
concerned with building to help. It 
will mean that private enterprise will 
be enabled to provide better housing 
for more people, and it will result in 


amount of the 
I have 


seventh is 


factors studied 
rhis substantiates my convic- 


can 


better communities. 


LIFE FIRMS INCREASE 
BUSINESS INVESTMENTS 

For the first time since 1942, life in- 
surance investments in the securities of 
business and industry the 
largest block of policyholder funds at 
Institute of Life 
shown. in 


represent 


the Insurance 
reports. This is the third 
quarter report on 1948 investments of 
all U. S. life companies. 

The life company holdings of secu- 
rities of this type were $18,538,000,000 
$2.794.000.000 


work, 


on September 30, up 
since the first of the year and 80 per 
cent larger than similar investments 
prior to the war. 

Prior to 1942, corporate stocks and 
bonds had always exceeded U. S. gov- 
ernment securities in the life company 
holdings; 1935 they have ex- 
ceeded mortgage holdings. 


Third quarter purchases of the busi- 


since 


and industrial securities were 
$934,000,000. In the first nine months 
of the year such purchases were $3,- 


327,000,000. These purchases average 


ness 


$44 per policyholder. 
Life holdings of 
ment securities, largest investment unit 


company govern- 
of these companies since 1942, were in 
second place in the third quarter, they 
still total $17,642,000,000 and represent 
32 per cent of total assets. The third 
quarter purchases of $513,000,000 of 
the 
than offset by maturities and replace- 
ments, net holdings of this type decreas- 
ing $1,016,000,000 in the quarter. 


government securities were more 
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People and Events 


DECKER HEADS ILL. MBA 

F. Jay Decker of Peoria has been 
elected president of the Illinois Mort- 
gage Bankers Association at the group’s 
annual meeting in Peoria. He succeeds 
Jack Noel of Champaign. 

Harold S. Hurst was elected secre- 
tary-treasurer while James E. Roby of 
Decatur and M. F. Grimes of Chicago 
were named as vice-presidents. 

Directors chosen for one-year terms 
to fill vacancies are B. G. Harrison of 
Springfield, A. H. Seise of Rockford 
and O. H. Mendenhall of Champaign. 

Charles W. Eliason, Jr., trust officer 
of the Commercial National Bank of 
Peoria, spoke on general business pros- 
pects. 

He stated that interest rates might 
rise slightly but probably would remain 
steady and indicated the outlook in 
general was for more or less stable eco- 
nomic conditions for severa! years. 

Robert E. Terhune, former district 
director of FHA, discussed the possi- 
bilities for building homes for the 
lower income group of those averaging 
$50 a week or less by private enter- 
prise under FHA financing to eliminate 
need for government subsidy of public 
housing to meet housing needs of that 
group. 

A panel discussion on “Originating, 
Submission and Servicing of Mortgage 
Loans” was led by Mr. Seise, president 
of the Illinois Mortgage Co. of Rock- 
ford, M. Leroy Moyer, president of the 
Moyer Realty Co. of Decatur and Rob- 
ert Pease, vice president of the Draper 
and Kramer Co. of Chicago. 

Mr. Noel was in charge of the meet- 
ing attended by about 50 members 
from all parts of the state. The pro- 
gram committee was Harold S. Hurst, 
chairman; F. Jay Decker, G. Hicks 
Fallin and Albert E. Streitmatter. 
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ATTORNEY AVAILABLE 


Attorney, graduate of Georgetown, 13 years ex- 
perience all phases of FHA mortgage insurance 
including writing legislation and regulations. Write 
Box 174 Mortgage Bankers Association of America, 
111 West Washington Street, Chicago. 
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IOWA MBA ANNUAL MEET 
SCHEDULED FOR JANUARY 
The annual convention of the Iowa 
Mortgage Bankers Association will be 
held in Des Moines, January 24 and 
25, Milton S. Olson, president, an- 
nounced. Mr. Olson addressed mem- 
bers of the Sioux City Mortgage Bank- 
ers association at their recent meeting. 
He conducted a round table with the 
assistance of the two other guest speak- 
ers, Don Wissler, chief appraiser of 
FHA and John Buckley of the Home 
Federal Savings and Loan association. 
M. C. Ejidsmoe, president of the 
Sioux City association, presided. 


NOTED BRIEFLY 

Irvin Jacobs & Co., Chicago and af- 
filiate, Advance Mortgage Corp., has 
opened a Milwaukee branch under the 
supervision of Thomas R. King who 
until recently was FHA director of Wis- 
consin. 

Ferd Kramer, president, Draper & 
Kramer, Inc., Chicago, and long-time 
president of Chicago’s Metropolitan 
Housing and Planning Council, has 
been named to the 12-member board of 
the American Society of Planning Offi- 
cials. . . . C. Armel Nutter, Camden, 
N. J., who did a sensational job in new 
membership work last year for the 
NAREB, has been named a director of 
the organization for term expiring in 
1951, and Fred L. Chapman, Minne- 
apolis, has been named for a term 
expiring in 1950. 

When the recent meeting of the Cin- 
cinnati Mortgage Bankers Association 
was found to conflict with the Home 
Builders meeting they did what came 
naturally and had a joint meeting to 
hear what the builders had to say. 


LOAN ACTIVITY STILL HIGH 

Real estate financing continued at a 
near record high during August, when 
an estimated $1,024,000,000 of non-farm 
mortgages of $20,000 or less were re- 
corded in the country by all types of 
lenders. This is the latest month for 
which complete figures are available. 

This total represented a fractional 
rise from the preceding month and was 
about 4 per cent greater than for 
August 1947. 
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